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Arthur Andersen & Co. 


Five Penn Center Plaza 
Philadelphia, Pennsylvania 19103 
(215) 241-7300 

September 26, 1983 


Board of Directors 

Commodore International Limited 

1200 Wilson Drive 

West Chester, Pennsylvania 19380 

Gentlemen: 


The accompanying memorandum includes suggestions for 
improvement of accounting procedures and internal accounting 
control measures that came to our attention as a result of our 
examination of the consolidated financial statements of 
Commodore International Limited and consolidated subsidiaries 
for the year ended June 30, 1983. The matters discussed herein 
were considered by us during our examination, and they do not 
modify the opinion expressed in our auditors' report dated 
August 9, 1983 on such financial statements. 

In accordance with generally accepted auditing 
standards, we performed a study and evaluation of existing 
internal accounting controls for the purpose of providing a 
basis for reliance thereon in determining the nature, timing and 
extent of the audit tests applied in connection with our 
examination of the Company's 1983 financial statements. While 
certain matters that came to our attention during the study are 
presented in the accompanying memorandum for the consideration 
of management, the study was not designed for the purpose of 
making detailed recommendations and would not necessarily 
disclose all weaknesses in the existing system. 

Our study, however, did disclose conditions at 
Commodore Business Machines, Limited (Canada) that we believe to 
be material weaknesses--that is, weaknesses that result in more 
than a relatively low risk that errors or irregularities in 
amounts that would be material in relation to the audited 
financial statements of Commodore Business Machines, Limited 
(Canada) may occur and not be detected within a timely period. 
These conditions are described in the separate letter dated 
September 13, 1983, addressed to the Board of Directors of 
Commodore Business Machines, Limited (Canada). 
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The accompanying memorandum also includes comments 
and suggestions with respect to other financial, tax and 
administrative matters that came to our attention during the 
course of our examination of the financial statements. These 
matters are offered as constructive suggestions for the 
consideration of management as part of the ongoing process of 
modifying and improving accounting control and other financial 
and administrative practices and procedures. 

Very truly yours. 






PREFACE 


This memorandum covers the following locations visited 
as part of the 1983 audit: 

. Commodore International Limited - Corporate 
. Commodore Business Machines, Inc. - Systems Division 
. MOS Technology 

Separate letters or memoranda will be issued to local 
management of the international subsidiaries visited during the 
audit. 


The comments and suggestions have been grouped by 
Company and by cycle. Cycles include the following: 

. Financial Reporting - General ledger posting, journal entry 
preparation, consolidation, record control, etc. 

. Revenue - Credit granting, order entry, delivery and 

shipping, billing, accounts receivable, cash receipts, 
etc. 

. Conversion - Cost accounting, manufacturing control, 
inventory management, property accounting, etc. 

. Treasury - Cash management, interest and dividends, debt 
management, equity transactions, etc. 

. Purchasing - Purchasing, vendor selection, receiving, cash 
disbursement, account distributions, prepayments/accruals, 
etc. 

. Payroll - Payroll accounting and disbursement, labor 
relations, attendance reporting, etc. 
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COMMODORE INTERNATIONAL LIMITED 


AND SUBSIDIARIES 

MEMORANDUM OP ACCOUNTING PROCEDURES 
AND INTERNAL CONTROL 

SUMMARY OP COMMENTS 


COMMODORE INTERNATIONAL LIMITED - CORPORATE 

. Standard procedures should be developed to assist local 
controllers in providing financial information on a more 
timely basis. 

. A separate operating report should be prepared by local 
companies on a monthly basis. 

. The Company should define criteria for classification of 
research and development expenditures and communicate 
them to local accounting personnel. 

COMMODORE BUSINESS MACHINES, INC. - SYSTEMS DIVISION 

. Changes to customer files should be reviewed by supervisory 
personnel on a timely basis. 

. Co-op advertising accruals should be prepared using actual 
co-op allowances granted. 

. Cycle one accounts identified as problem accounts should be 
moved to cycle three (i.e., collection agency) status on a 
timely basis. 

. A priced-out register of return authorizations outstanding 
should be maintained. 

. Customer credits should be matched to original invoices on a 
timely basis to keep the accounts receivable trial balance 
"clean." 

. Passwords should be periodically revised to restrict access 
to critical data files. 

*. Effective inventory counting procedures should be 
implemented and enforced. 


Comments and suggestions identified with an asterisk 
(*) are those that were made in the prior year's memorandum and 
are repeated since similar situations existed during our recent 
examination, although possibly to a different degree. Also, 
during 1983, the Company implemented most of the prior year 
recommendations and these are not included in the current year 
report. 
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*. Proper receiving cutoff procedures should be implemented and 
enforced. 

. Software used in the inventory compilation process should be 
modified to permit the proper pricing of inventory 
quantities. 

. The detail of in-transit inventory should be reviewed on a 
timely basis. 

. The accounts payable system should be modified to permit the 
processing of intercompany purchases. 

MOS TECHNOLOGY 

*. The Company should perform a periodic physical inventory of 
fixed assets . 
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FINANCIAL REPORTING 
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The Company does not perform a General ledger balances may need Periodic physicals of fixed asset Recently, an Individual was assigned 
periodic physical Inventory of fixed adjustments to reflect physical balances should be performed and the task of systemlzlng the recordin 
assets. The cost of such assets at assets on hand. general ledger adjustments recorded and cataloging of fixed assets. He 




brought: to you by 

http:/ /commodore-international/ 

commodore international historical society 

this document was generously donated by 
don greenbaum 








































































































































































